This table reports the weekly excess returns and alphas (in percent) of industry-neutral portfolios of stocks sorted based on predicted cumulative abnormal returns (CARs) from economically unrelated stock pairs. Quintile 1 has the lowest predicted CARs, while quintile 5 has the highest. For each quintile of stocks, we report the value-weighted excess return above the risk-free rate (ER ) and the value-weighted alphas from CAPM (CAPM ), the Fama-French 3-factor model (FF3 ), and the FamaFrench-Carhart 4-factor model (FFC4 ). The average number of stocks in each portfolio is reported under # Stocks . The row labeled Q5-Q1 shows the difference between quintile 5 and quintile 1. tstatistics are reported in parentheses below the coefficient estimates. This table reports the weekly excess return in percent for portfolios based on double sorts of predicted cumulative abnormal returns (CARs) and the number of economically unrelated stock pairs for each target stock, from 1974 to 2010. We form 25 portfolios by independent industry-neutral sorts on predicted CAR and the number of stock pairs. The portfolios are formed and rebalanced weekly. We report value-weighted excess returns above risk-free rate for each of the 25 portfolios. The row labeled Q5-Q1 shows the difference in estimate for quintile 5 minus quintile 1, with the t -statistic in parentheses below the difference. The last two columns on the left panel show the difference in returns between the stocks in the highest number of pairs quintile and those in the lowest number of pairs quintile, with the t -statistic in parentheses to the right. The average number of stocks in each portfolio is listed on the right of each panel.
Mean Excess Return (%) Average # Stocks
High -Low We estimate each stock's quarterly unexpected earnings (earnings surprise) using a seasonal random walk model with drift (Chan et al., 1996; Sadka, 2006) and then calculate time-series correlations of unexpected earnings using all available observations. To reduce estimation error, we require at least 12 observations to estimate correlations. Panel A presents descriptive statistics for the time-series correlations of earnings surprises for the 4,326,436 economically unrelated stock pairs used in the main analysis. Panel B reports the weekly excess returns and alphas (in percent) of industry-neutral portfolios of stocks sorted based on predicted cumulative abnormal returns (CARs) from economically unrelated stock pairs, excluding stock pairs whose time-series correlations are significant at the 5% level (412,046 pairs out of 4,326,436 pairs total). Quintile 1 has the lowest predicted CARs, while quintile 5 has the highest. For each quintile of stocks, we report the value-weighted excess return above the risk-free rate (ER ) and the value-weighted alphas from CAPM (CAPM ), the Fama-French 3-factor model (FF3 ), and the Fama-French-Carhart 4-factor model (FFC4 ). The average number of stocks in each portfolio is reported under # Stocks . The row labeled Q5-Q1 shows the difference between quintile 5 and quintile 1. t -statistics are reported in parentheses below the coefficient estimates. 
